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India’s Industrial Growth 


In less than nine years of independence India has 
demonstrated remarkable ingenuity and enterprise 
in attempting to provide the first measures of eco- 
nomic decency to its 372 million people. Thanks to 
a dynamic Five Year Plan (1951-56) agricultural 
production has increased 15 per cent. By placing 12 
million more acres under irrigation the nation has 
become self-sufficient in food grains for the first time 
in this century. Transportation, communications, and 
social services have improved at a pace never before 
witnessed. But most outstanding among India’s 
achievements has been a 43 per cent increase in in- 
dustrial production. 

Iron and steel, engineering, cement, chemicals, tex- 
tiles, and agricultural processing all have expanded 
rapidly, and a wide variety of products never before 
manufactured are now available. Both the national 
and state governments, in addition to private capital, 
have participated actively in this growth. Several bil- 
lion dollars have been spent to carry out a policy of 
nationalization and control where essential to ensure 
production. Even though many types of manufactur- 
ing must now be protected to compete with imports, 
the governmental program has emphasized the crea- 
tion of at least a nucleus of diversified industries 
whose products eventually can replace costly imports. 

India’s industrial past was centered around cottage 


industries, where goods were made by artisans and 
their families in their own homes without the use of 
mechanical power. These cottage industries still exist, 
and though greatly handicapped by factory competi- 
tion and the strangulation control of middlemen, 
they are still more important than factory industries 
in terms of total number of workers and total quan- 
tity of merchandise produced. One of the largest is 
handlooming—cotton, wool, silk, and rayon—which 
employs about 6 or 7 million. Cotton powerlooms far 
outproduce handlooms, but the several million hand- 
looms give direct employment to 30 times as many 
people. 

Fibers are only a part of cottage industry. Agricul- 
tural commodities such as rice, vegetable oils, to- 
bacco, hides and skins, and sugar cane are processed. 
Metalwares, especially farm implements and house- 
hold utensils, are made. In fact, almost every con- 
ceivable need of a large percentage of the population 
comes from these small workshops. 

However, millions are now deserting cottage pro- 
duction. They are migrating to the city factories, or 
have turned to menial tasks in the villages. Other 
millions continue to practice their ancient crafts, but 
for most it is a struggle to survive. Under the Second 
Five Year Plan (1956-61) the national and state gov- 
ernments will spend large amounts to help alleviate 
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the pitiful state of the cottage worker, but the prob- 
lem is enormous and no real remedies in the face of 
factory competition have yet proved successful. 

Much of India’s past industrial growth was financed 
by foreign capital. The first factory industries, cotton, 
jute, and tea, which were created about a hundred 
years ago, were British enterprises, and indeed the 
British still have large investments in the country. At 
present, however, despite the vast quantities of for- 
eign capital and technical assistance received since 
independence, which have been most valuable, the 
bulk of all industry is controlled by private Indian 
capital and the national and state governments. 

India’s weak industrial position at partition (1947) 
or indeed today can be attributed to many factors. 
Certainly the past British discouragement of indus- 
tries through a variety of economic and political 
means can not be underestimated. But there is more 
involved. Hampering progress are inadequacies of 
transport: raw materials in suflicient quantities are 
unable to move along the nation’s substantial but 
overworked railroad system. Skilled technicians, 
cheap power, heavy machinery, progressive manage- 
ment, and capital are all in short supply. Minerals 
are available, but undeveloped. 

Huge amounts of readily accessible, inexpensive 
power are a primary essential for the development of 
industry. This India is only beginning to achieve. 
Coal, the chief industrial fuel used, is abundant and 
output, now approaching 40 million tons a year, is 
enough to meet present demand—though not the real 
need. However, three serious problems exist: the un- 
even distribution of reserves, the scarcity of coking 
coals, and the unsatisfactory conditions in collieries. 
Unfortunately, 99 per cent of the good-quality coal 
is concentrated in several fields along the Damodar 
River valley of Bihar-Bengal. Coal suitable for coke 
manufacture is practically limited to two Damodar 
fields, Jharia and Bokaro, which at the present rate of 
increased consumption will be exhausted in 40 to 50 
years. An excessive number of collieries are in opera- 
tion; many have too small an output and too high 
an overhead to permit much mechanization, decent 
mining conditions, proper conservation, and ade- 
quate rail transport relations. Output per man is only 
one-eighth that in the United States. 

Petroleum reserves are limited. The single pro- 
ducing area and one small refinery at Digboi, Assam, 
are able to meet only about 10 per cent of the nation’s 
needs. A second field was opened in 1954, the first 
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commercial oil discovery in more than 40 years, but 
prospects of finding other workable fields are not 
promising. Since independence, the Digboi refinery 
has doubled its capacity, and foreign combines have 
built two refineries at Bombay and are building a 
third at Visakhapatnam to process Middle East oil. 
These plants are costing $126,000,000, the largest 
foreign investments ever made in India. When all 
plants are in full production, the nation’s refining 
capacity will have increased from 1.8 to 32.7 million 
barrels annually, a total believed sufficient to meet 
the country’s immediate future requirements. 

So far electricity has been developed almost ex- 
clusively for urban areas and their industries. Sixty 
per cent of all public electrical energy output is ab- 
sorbed by the six largest metropolitan centers—Cal- 
cutta, Bombay, Madras, Ahmedabad, Kanpur, and 
Delhi, which represent only 314 per cent of the na- 
tion’s population. Further, three-quarters of all elec- 
tricity generated throughout India is used by factory 
manufacturing. Chiefly coal-generated by small, old 
plants, even in urban areas electricity has been in- 
sufficient, expensive, and undependable. 

Since independence the installed electric power 
capacity of the nation has doubled, and in less than 
10 years should double again. The most significant 
development has been the many new hydroelectric 
stations and extensive transmission networks to trans- 
port power to major industrial centers. At partition 
water-generated electricity was negligible; in 1954 
it represented one-third of all the electricity used, 
and future plans will undoubtedly concentrate on 
the huge potential available. Current estimates would 
seem to indicate that no more than two per cent of 
this potential is now being used. 

Though suffering from unfortunate deficiencies, 
India is well supplied with industrial minerals. Pos- 
sibly no other country in the world has such a vast 
rich iron ore reserve: 21 per cent of the world’s total, 
in proven workable deposits alone. About 70 per cent 
of the constantly rising output (3.9 million tons in 
1954) originates from the wealthy Bihar-Orissa border 
range, conservatively estimated to have eight billion 
tons of hematite with 60 per cent or higher metallic 
content. Almost completely untapped are 10 other 
sizable deposits scattered through the subcontinent. 
After the Soviet Union, India is the world’s chief pro- 
ducer of manganese. Its bauxite deposits, high in 
alumina, are the largest in the free world. Nor does 
it lack illmenite and monazite, the chief sources of 
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titanium and thorium; mica; gold; chromite; gyp- 
sum; and many chemical, refractory, and building 
raw materials. 

The most serious deficiency is in non-ferrous 
metals. No tin, antimony, or mercury ores are known 
to exist, and copper, lead, and zinc ores are too scarce 
to support an adequate home industry. 

Iron and steel, key heavy industry, is located mainly 
in northeastern India, the basic metallurgical works 
being in and near the Damodar Valley and the fabri- 
cating plants there and in nearby Calcutta. Two old 
companies, Tata Iron and Steel and Indian Iron and 
Steel, both creations of Indian enterprise and private 
ownership, produce 97 per cent of the country’s pig 
iron and steel. All the necessary raw materials for the 
industry are found within a radius of 100 miles: 
Lata’s Jamshedpur plant is midway between the iron 
and coal, and Indian’s Asansol plants are right on the 
coal fields. The only other iron and steel plant, a 
small government unit in Mysore, is close to rich ore 
supplies but lacks coal and is forced to rely on char- 
coal and electricity. 

The First Five Year Plan gave high priority to im- 
mediate steel expansion. The three existing manu- 
lacturers were to increase their capacity 66 per cent 
to 1.65 million tons a year, a target goal now close. 
‘The government also envisaged entirely new installa- 
tions, these to be nationally owned. German, Soviet, 
and British offers to construct integrated plants, each 
capable of producing about one million tons of fin- 
ished steel, have been accepted. The first to be started 
is the German plant at Rourkela, Orissa, which, like 
the British works scheduled for Durgapur, Bengal, 
will draw its raw materials from the same convenient 
sources as Tata and Indian. The Soviet plant, planned 
for Bhilai, Madhya Pradesh, will require the opening 
of nearby sources of iron and coal. In addition to 
these, Kaiser Steel of the United States has recently 
contracted to furnish Tata with a 700,000-ton steel 
plant addition at Jamshedpur; and a fourth new mil- 
lion-ton steel works is being planned for Bokaro, 
Bihar. 

Progress has been slower in other metallurgical 
industries. A single copper smelter and one small 
lead refinery operate in the Bihar-Bengal industrial 
region, and in view of limited ore deposits not much 
expansion can be expected. Aluminum manufac- 
ture is more promising. Domestic output now meets 
only one-quarter of the national requirements, but 
the future potential is very large indeed. Both of 


the two existing factories are too small to secure a 
satisfactory level of unit cost compared to foreign 
imports. However, a new reduction works of the 
Indian Aluminum Company under construction at 
Sambalpur, Orissa, designed to utilize the expected 
cheap power from the new Hirakud Dam, will almost 
triple Indian aluminum output. Further expansion 
through government-sponsored plants is also a dis- 
tinct possibility; for instance, a recent Soviet offer to 
build a large plant is now being considered. 

The production of cement and chemicals has risen 
steadily since independence. For several decades the 
country has been self-sufficient in cement and output 
has kept pace with the increased demand created by 
the construction of many new dams, roads, and in- 
dustrial plants. Of the existing 27 factories, nine are 
new since partition, and 11 others have been sub- 
stantially enlarged. With respect to chemicals and 
fertilizers, ammonium sulphate production has risen 
12.1 times since partition; superphosphate, 9.9; caus- 
tic soda, 9.5; sulphuric acid, 2.5; and soda ash, 2.1. 
Among the many new chemical factories recently 
opened, outstanding is the government’s ammonium 
sulphate plant at Sindri, Bihar, designed and built 
by American engineers. It is the largest fertilizer 
works in Asia. 

Mechanical and electrical engineering industries 
concentrate on relatively simple products for which 
a ready market is found. Made in quantity are such 
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items as kerosene lanterns, small tools, hardware, 
and simple agricultural implements. As yet there is 
little demand for more complex items, most of which 
are now imported in finished form or in parts, but 
every effort is being exerted to replace these imports 
with home manufactures. Several plants, some of 
them government-owned, have been opened to make 
locomotives and boilers, railroad passenger cars, ma- 
chine tools, diesel engines, vehicle parts, telephone 
and telegraph equipment, scientific instruments, sew- 
ing machines, and bicycles. 

Among the agriculturally-based industries, those 
devoted to the making of fibers are easily the largest. 
Indeed, they are the largest of all Indian industries. 
Forty-five per cent of the country’s factory workers 
are employed by cotton, wool, coir, silk, and rayon 
plants; cotton and jute textiles alone command 44 
per cent of the total productive capital of India’s 
factory industry. Fiber industries are almost exclu- 

sively privately owned. Four hundred and sixty large- 
scale power cotton mills today provide 80 per cent 
of India’s requirements. Sixty-six per cent of the 
spindles and 73 per cent of the looms are in eight 
large centers: Bombay, responsible for one-third of 
the total production, Ahmedabad, Coimbatore, Kan- 
pur, Calcutta, Madurai, Sholapur, and Indore. 


The jute industry, second on the list, is concen- 
trated almost exclusively in Calcutta, where 110 large 
mills provide much of the world’s cheap bagging 
and sacking materials, the nation’s greatest foreign 
exchange earner. The wool industry, with mills in 
Kanpur, Bombay, and the Punjab, provides about 
half of the home needs. Basic rayon is a new develop- 
ment; five large foreign-assisted plants have recently 
opened. India is the world’s major supplier of coir 
yarn and its products, most of which come from the 
Malabar coast and particularly Allepey, ‘Travancore- 
Cochin. | 

Though most food, tobacco, beverages, and forest 
products are processed by hand on the home or vil- 
lage level, some finds its way into factories. Many of 
these tend to be small and poorly equipped, especially 
mills for rice, flour, vegetable oils, and crude sugar. 


_ Large-scale processors concentrate on commodities 


such as refined sugar, hydrogenated vegetable oils, 
tea, cigarettes, and paper products that must be dis- 
tributed over a wide region because of limited sales. 
Almost all these industries, small and large, have ex- 
panded considerably in the last few years. 

Though the past nine years have witnessed remark- 
able industrial achievement to match great national 
enthusiasm and determination, the task ahead is most 
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